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STATE OF MAINE
Inter-Departmental Memorandum
To_
r-

From

„

See Below
Peter J. Brann, Assistant

______________________

rw

May 23, 1983

De.pt.__

^

Attorney General

State of Maine v. U.S. Oil & Gas Corporation
____

S ubject _________________________________________________________ r

Please find attached the Complaint, the Motion for
a Temporary Restraining Order, and the supporting Affidavits.
The Complaint seeks an injunction and other equitable relief,
$42,852 in restitution for Maine consumers, and $817,510 in
damages, for violations of the Maine Unfair Trade Practices
Act, the Maine Business Corporations Act, the Maine Securities
Act, and the Maine Transient Sales Act.
The Defendants have
already agreed to a permanent injunction.

PET
_JN
Assistant Attorney General
PJB/glm
Encs .
cc:

James E. Tierney
Rodney S . Quinn
Alden H . Mann
Harvey E. DeVane

J ames
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ATTORNEY G ENERAL

S tate ok
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D e p a r t m e n t ok t h e A t t o r n e y G e n e r a i .
STATIC HOUSE STATION II
Al'Cl'STA. MAINE Olii:«

May 23, 1983

P. Valerie Page, Clerk
Kennebec County Superior Court
95 State Street
Augusta, ME 04330
Re:

State of Maine, et^ a_l. v. U.S. Oil & Gas Corporate,
et a l . , Civil A c t i o n _______________________ _______

Dear Valerie:
Pursuant to M.R.Civ.P. 3, please find enclosed the original
Complaint in the above-captioned matter.
Please also find
enclosed the Plaintiffs' Motion for a Temporary Restraining
Order and supporting Affidavits.
Please file accordingly.
It is our understanding that the Motion for a Temporary
Restraining Order will be heard before the Superior Court,
Justice Jesse H. Briggs presiding, at 8:30 a.m., Wednesday,
May 25, 1983.
Thank you for your assistance in this matter.
Very truly y o u r s ,

p. TPETER J. BRAWN
Assistant Attorney General
PJB/glm
Encs .
cc :

J. Leonard Diamond, Esq.
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May 23, 1983

J. Leonard Diamond, Esq.
407 Lincoln Road
Miami Beach, Florida
33139
Re:

State of Maine, e_t a]_. v. U.S. Oil & Gas Corporation,
et al., Civil Action, Kennebec County Superior Court

Dear Mr. Diamond:
Please find enclosed a copy of the Complaint, the Motion
for a Temporary Restraining Order, and the accompanying Affidavits.
As I indicated to you on Friday, the Complaint seeks injunctive
and other equitable relief, $42,852 in restitution for Maine
consumers, and $817,510 in damages.
Also, as I indicated to
you on Friday, the Florida Attorney Gen e r a l ’s Office has agreed
to effect service upon the Defendants as soon as possible.
The
Motion for a Temporary Restraining Order will be heard by the
Superior Court, Justice Jesse II. Briggs presiding, on Wednesday,
May 25, 1983, at 8:30 a.m., at the Kennebec County Superior
Courthouse, 95 State Street, Augusta, Maine.
It is my under
standing that you do not oppose that motion.
If you wish to discuss this matter further, please feel
free to contact me at 207-289-3141.
Very truly yours,

p, jPETER J. BRANN
Assistant Attorney General
PJB/glm
Encs .
FEDERAL EXPRESS
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J a m es E . T ier n ey
ATTORNEY GENERAL

S tate o r M aine
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May 23, 1983

Department of Legal Affairs
Ruth Brian Owen Road Building
Dade County Regional Service Center
401 N.W. Second Avenue
Miami, Florida
33128
Re:

State of Maine v. U.S. Oil & Gas Corporation, Civil
Action Superior Court, Kennebec County, Maine______

Dear Sir or Madam:
Please find enclosed 19 copies of the Complaint, Summons,
and accompanying papers in the above-captioned matter.
Les
Smithling directed me to forward these materials to you for
service because the State of Maine is seeking a Temporary
Restraining Order against the Defendants this week.
Please
serve these materials upon the Defendants at their principal
place of business, 717 Ponce de Leon Boulevard, Coral Gables,
Florida, at your earliest convenience.
Please then send me
an affidavit of the person making service, stating the date,
the time, the manner, and the place of service.
Thank you for your cooperation in this matter.
If you
have any questions, please do not hesitate to call me at
207-289-3141.
Very truly y o u r s ,

PETER J. BRANN
Assistant Attorney General
PJB/glm
Encs .
FEDERAL EXPRESS

STATE OF MAINE
KENNEBEC, SS.

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-83

STATE OF MAINE, and

)
)
SUPERINTENDENT OF BANKING, of)
Hallowell, County of
)
Kennebec, S.tate of Maine, )
)
Plaintiffs
)
)
v.
)
)
U. S. OIL & GAS CORPORATION, )
of Coral Gables, County of )
Dade, State of Florida, and)
)

EAGLE OIL & GAS CORPORATION, )
of Coral Gables, County of )
Dade, State of Florida, and)
)
COLORADO OIL & GAS
)
CORPORATION, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)
STRATFORD OIL & GAS
)
CORPORATION, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)

MIKE BENNETT, of Coral
Gables, County of Dade,
State of Florida, and

)
)
)
)

LARRY WAXMAN, of Coral
Gables, County of Dade,
State of Florida, and

)
)
)
)
GARY TRITCH, of Coral Gables,)
County of Dade, State of
)
Florida, and
)
)
TED GROSSBERG, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)

COMPLAINT
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FRED SMITH, of Coral Gables, )
County of Dade, State of
)
Florida, and
)
)
SHARON GALLOS, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)
HAROLD COOPERMAN, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)
ERIC KYLE, of Coral Gables, )
County of Dade, State of
)
Florida, and
)
}
MARTY ROTHBERG, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)
MILT SANDERS, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)
JOHN FERN, of Coral
}
Gables, County of Dade,
)
State of Florida, and
)
)
BILL ALLEN, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)
SUE SANNELL, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)
MARK SIMPSON, of Coral
)
Gables, County of Dade,
)
State of Florida, and
)
)
AL WESTON, of Coral
)
Gables, County of Dade,
)
State of Florida,
)
)
Defendants
)

J
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INTRQDUCTION
1.

This is an action to enjoin the Defendants from

engaging in a variety of practices relating to the sale of oil
and gas leases to Maine consumers; to obtain $42,852 in
restitution for Maine consumers who were injured by the
Defendants' conduct; and to assess civil penalties of $817,510
against the Defendants for violations of Maine law.
PARTIES
2.

Plaintiff, State of Maine, is a sovereign state, and

brings this action by and through its Attorney General,
James E. Tierney, pursuant to 5 M.R.S.A. § 209 (Supp. 1982),
13-A M.R.S.A. §§ 1211, 1214(1) (1981), and also pursuant to the
powers vested in him by common law and 5 M.R.S.A. § 191 (1979)
as the chief law enforcement of the State of Maine,
3.

Plaintiff, Superintendent of Banking, is the Director

of the Securities Division, pursuant to 32 M.R.S.A. § 801
(1978), and brings this action pursuant to 32 M.R.S.A. § 754
(Supp. 1982).
4.

Defendants, U. S. Oil & Gas Corporation, Eagle Oil &

Gas Corporation, Colorado Gas & Oil Corporation, and Stratford
Oil & Gas Corporation, are Florida corporations, with a
principal place of business at 717 Ponce de Leon Boulevard,
Coral Gables, County of Dade, State of Florida.

The

corporations are related, with interlocking management,
interlocking directorships, and/or interlocking stockholders.

These corporations collectively will be referred to hereinafter
as "Defendant Corporations."
5.

Defendants, Mike Bennett, Larry Waxman, Gary Tritch,

Ted Grossberg, Fred Smith, Sharon Gallow, Harold Cooperman,
John Fern, Bill Allen, Sue Sannell, Mark Simpson, A1 Weston,
and Marty Rothberg are, or were at all relevant times in this
Complaint, employees of U. S. Oil & Gas Corporation, and
Defendant Eric Kyle was an employee of Eagle Oil & Gas
Corporation until February 1983, and now is an employee of
Colorado Oil & Gas Corporation.

The individuals collectively

will be referred to hereinafter as "Defendant Employees."
JURISDICTION
6.

This Court has jurisdiction of this action, pursuant

to 4 M.R.S.A. § 105 (Supp. 1982) and 14 M.R.S.A. § 605(1)
(1980) .
STATUTORY BACKGROUND
7.

Pursuant to 5 M.R.S.A. § 207 (1979), it is a violation

of the Unfair Trade Practices Act to engage in unfair or
deceptive acts or practices in the conduct of any trade or
commerce in the State of Maine.
8.

Pursuant to 13-A M.R.S.A. § 1201(1) (1981), it is a

violation of the Maine Business Corporation Act for any foreign
corporation to do business in Maine without registering with
the Secretary of State.

■f
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9.

Pursuant to 32 M.R.S.A. § 755 (1978), it is a

violation of the Maine Securities Act, in connection with the
offer, sale, or purchase of any security to employ, directly or
indirectly, any device, scheme, or artifice to defraud; to make
any material misstatements or material omissions; or to engage
in any act, practice, or course of conduct which operates as a
fraud or deceit upon any person.

A "security" is defined by

32 M.R.S.A. § 751—A(9) (Supp. 1982).
10.

Pursuant to 32 M.R.S.A. § 871 (Supp. 1982), it is a

violation of the Maine Securities Act to sell a security in
Maine without filing a notice of registration, pursuant to
32 M.R.S.A. § 871 (Supp. 1982), unless either the security or
the transaction is exempt from registration, pursuant to
32 M.R.S.A. §§ 873 (1978 & Supp. 1982), 874-A (Supp. 1982).
11.

Pursuant to 32 M.R.S.A. § 851 (Supp. 1982), it is a

violation of the Maine Securities Act to sell a security in
Maine without registering as an issuer or as a dealer or as an
agent of a dealer or as an agent of an issuer.
12.

Pursuant to 32 M.R.S.A. § 4682 (1978), it'is a

violation of the Maine Transient Sales Act to sell any consumer
merchandise without obtaining a license from the Department of
Business Regulation.

"Consumer merchandise" is defined by

32 M.R.S.A. § 4681(3) (Supp. 1982), and includes any objects,
goods, promises, services or other things of value.

<
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NATURE OF TRADE 0_R_ BUSINESS
13.

The Bureau of Land Management ("BLM") of the U. S.

Department of Interior issues two types of leases for oil and
gas exploration on lands owned or controlled by the Federal
Government:

competitive and noncompetitive.

Competitive

leases are issued for Federal lands within the known geologic
structure of a producing oil and gas field, as determined by
the U. S. Geological Survey.

Noncompetitive leases are issued

through the Simultaneous Oil and Gas Leasing System ("SIMOL
System" or "lottery") for lands that are not within any known
geologic structure of a producing oil and gas field.

The

parcels of land in the SIMOL System have all been previously
leased, and the oil and gas leases have expired, been
terminated, relinquished, or cancelled.
14.

Approximately every two months, the BLM conducts a

lottery to award noncompetitive leases.

Prior to the lottery,

a list of the lands that will be placed in the lottery is
posted by the BLM.

The tracts of land vary from 40 acres up to

a maximum of 10,240 acres.

The BLM does not evaluate the

potential value of the lands placed in the lottery.
15.

Any citizen may file an application but only one

application, on any one parcel of land placed in the lottery.
Each application must be accompanied by a $75 filing fee,
payable to the BLM.

The BLM does not limit the number of total

applications that may be filed on any one parcel, so that the

J
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odds of winning a lease will vary depending upon the number of
persons that file applications with the BLM.
16.

After the close of the filing period, a public drawing

of computer-generated random selection is held to determine who
acquired the mineral rights to each parcel of land.

The winner

or each lottery must pay to the BLM a $1 per acre rental charge
within 30 days of winning a lease.

The individual may then

drill for oil and gas or sublease the mineral rights to another
person or corporation, such as an oil company.
17.

Defendant Corporations operate a "filing service," in

which, for fees of $2,500 to $8,784, it evaluates parcels of
land offered in the SIMOL System on the basis of geological and
marketing data, selects economically promising parcels, assists
customers in filing applications with the BLM, and, if the
customer wins a lease, assists the customer in selling the
mineral rights to oil companies.
COUNT ONE
18.

The allegations of paragraphs 1 through 17 are

realleged and incorporated herein by reference.
19.

Defendant Corporations have transacted business in the

State of Maine, in that (beginning in February 1982), U. S. Oil
& Gas Corporation; (beginning in January 1983), Eagle Oil & Gas
Corporation, and Colorado Oil & Gas Corporation (beginning in
February 1983), each have:

4
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(a)

advertised or contracted for advertising with

publications that are either published or distributed in the
State of Maine;
(b)

solicited Maine customers in their homes by-

telephone to enter into contracts with the Defendant
Corporations;
(c)

solicited Maine customers by United States Mail

to enter into contracts with the Defendant Corporations; or
(d)

contracted through the United States Mail with

Maine customers.
20.

Defendants, U. S. Oil & Gas Corporation, Eagle Oil &

Gas Corporation, and Colorado Oil & Gas Corporation, are
Florida corporations, do not maintain an office in the State of
Maine, do not have a clerk in the State of Maine, and have not
registered with the Secretary of State as foreign corporations.
21.

By reason of the foregoing, the Defendants, U. S. Oil

& Gas Corporation, Eagle Oil & Gas Corporation, and Colorado
Oil & Gas Corporation, and each of them, have violated
13-A M.R.S.A. § 1201(1) (1981), which requires foreign
corporations to register with the Secretary of State before
transacting business in the State of Maine.
COUNT TWO
22.

The allegations in paragraphs 1 through 17 are

realleged and incorporated herein by reference.
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23.

Beginning in February 1982 and continuing thereafter,

Defendant Corporations and Defendant Employees, and each of
them, singly and in concert, directly and indirectly, have
engaged in unfair and deceptive acts and practices in the
conduct of any trade or commerce in Maine, in that:
(a)

Maine consumers were falsely and deceptively told

by the Defendants that they were virtually assured of obtaining
oil and gas leases worth between $20,000 and $150,000 in the
SIMOL System if they contracted with the Defendant
Corporations, when, in fact, clients had virtually no chance of
obtaining an oil and gas lease;
(b)

Maine consumers were falsely and deceptively told

by the Defendants that no more than two or three clients of the
Defendant Corporations would compete against each other in the
lottery, when, in fact, the Defendant Corporations filed
numerous of their clients' applications on the same parcel, and
therefore, many clients of the Defendant Corporations competed
against each other;
(c)

Maine consumers were falsely and deceptively told

by the Defendants that Defendant Corporations would only file
applications on parcels of land known to contain oil and gas
reserves, when, in fact, federal law precludes any land known
to contain oil and gas reserves from being leased in the SIMOL
System;

10

(d)

Maine consumers were not told by the Defendants

that fewer than one percent of applicants in the SIMOL system
obtained a lease; and
(e)

Maine consumers were not told by the Defendants

that all of the parcels of land in the SIMOL System had been
leased previously, and that no oil and gas reserves had been
located.
24.

In reliance upon the Defendants misrepresentations,

and the Defendants' failure to disclose material facts, as more
fully set forth in paragraph 23, five Maine consumers entered
into six contracts with Defendant U. S. Oil & Gas Corporation
in order to obtain oil and gas leases in the SIMOL System, and
paid Defendant U. S. Oil & Gas Corporation $42,852 in
connection with the six contracts.
25.

The five Maine customers did not ever win an oil and

gas lease in the SIMOL System, and Defendant U. S. Oil & Gas
Corporation has refunded only $1,800 to one Maine consumer.
26.

By reason of the foregoing, Defendant Corporations and

Defendant Employees, and each of them, singly and in concert,
have violated 5 M.R.S.A. § 207 (1979), which prohibits unfair
and deceptive practices in the conduct of any trade or commerce
in Maine.
COUNT THREE
27.

The allegations in paragraphs 1 through 17, and

paragraphs 23 and 24 are realleged and incorporated herein by
reference.

*\
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28.

Beginning in April 1982 and continuing thereafter,

Defendant Corporations and Defendant Employees sold merchandise
to Maine consumers by personal or telephone contact, in the
form of promises, intangibles, services, or other things of
value, as defined by 32 M.R.S.A. § 4681(3) (Supp. 1982), and
Defendant U. S. Oil & Gas Corporation was paid $42,852 for such
consumer merchandise.
29.

Defendant Corporations and Defendant Employees are

not, and never have been registered as transient sellers with
the Department of Business Regulation, and do not have a
permanent place of business in the State of Maine.
30.

By reason of the foregoing, Defendant Corporations and

Defendant Employees, and each of them, singly and in concert,
have violated 32 M.R.S.A. § 4682 (Supp. 1982), which prohibits
transient sellers from selling any consumer merchandise in
Maine without previously obtaining a license from the
Department of Business Regulations.
COUNT FOUR
31.

The allegations in paragraphs 1 through 17 are

realleged and incorporated herein.
32.

Beginning in 1982 and continuing thereafter, the

Defendants sold securities on 24 occasions in the form of
contracts with Maine residents in connection with the SIMOL
System, in which Maine residents invested moneys with the
Defendants in reliance upon the Defendants' representations

12

that by and through the Defendants' expertise and efforts, the
investors would be assured a profit.

Defendants, directly and

indirectly, singly and in concert, sold securities on 24
occasions as follows:
(a)

on 6 occasions, the Defendant U. S. Oil & Gas

Corporation sold securities to Maine residents;
(b)

on 1 occasion, the Defendant Mike Bennett sold

securities to Maine residents;
(c)

on 1 occasion, the Defendant Larry Waxman sold

securities to Maine residents;
(d)

on 1 occasion, the Defendant Gary Tritch sold

securities to Maine residents;
(e)

on 2 occasions, the Defendant Ted Grossberg sold

securities to Maine residents;
(f)

on 1 occasion, the Defendant Fred Smith sold

securities to Maine residents;
(g)

on 1 occasion, the Defendant Sharon Gallos sold

securities to Maine residents;
(h)

on 2 occasions, the Defendant Harold Cooperman

sold securities to Maine residents;
(i)

on 2 occasions, the Defendant Marty Rothberg sold

securities to Maine residents;
(j)

on 1 occasion, the Defendant Milt Sanders sold

securities to Maine residents;
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(k)

on 1 occasion, the Defendant John Fern sold

securities to Maine residents;
(l)

on 1 occasion, the Defendant Bill Allen sold

securities to Maine residents;
(m)

on 2 occasions, the Defendant Sue Sannell sold

securities to Maine residents;
(n)

on 1 occasion, the Defendant Mark Simpson sold

securities to Maine residents;
(o)

on 1 occasion, the Defendant A1 Weston sold

securities to Maine residents;
33.

Defendant Corporations and Defendant Employees have

not filed any intention to sell securities in the State of
Maine, and have not filed any notice of exemption with the Bank
Superintendent.
34.

By reason of the foregoing, the Defendants have

committed 24 violations of 32 M.R.S.A. § 871 (Supp. 1982),
which prohibits the sale of securities in the State of Maine
without the prior filing of a notice of an intention to sell
securities with the Bank Superintendent, unless either the
security or the transaction is exempt from registration,
pursuant to 32 M.R.S.A. §§ 873 (1978 & Supp. 1982), 874-A
(Supp. 198 2 ) .
COUNT FIVE
35.

The allegations in paragraphs 1 through 17 and

paragraph 32 are realleged and incorporated herein by reference.
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36.

Beginning in 1982 and continuing thereafter, the

Defendants sold and offered for sale securities on 28 occasions
in the form of contracts with Maine residents in connection
with the SIMOL System, in which Maine residents invested moneys
with the Defendants in reliance upon the Defendants'
representations that by and through the Defendants' expertise
and efforts, the investors would be assured a profit.
Defendants, directly and indirectly, singly and in concert,
offered for sale or sold securities on 28 occasions as follows:
(a)

on 6 occasions, the Defendant U. S. Oil & Gas

Corporation sold securities to Maine residents;
(b)

on 1 occasion, the Defendant Mike Bennett sold

securities to Maine residents;
(c)

on 1 occasion, the Defendant Larry Waxman sold

securities to Maine residents;
(d)

on 1 occasion, the Defendant Gary Tritch sold

securities to Maine residents;
(e)

on 2 occasions, the Defendant Ted Grossberg sold

securities to Maine residents;
(f)

on 1 occasion, the Defendant Fred Smith sold

securities to Maine residents;
(g)

on 1 occasion, the Defendant Sharon Gallos sold

securities to Maine residents;
(h)

on 2 occasions, the Defendant Harold Cooperman

sold securities to Maine residents;
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(i)

on 2 occasions, the Defendant Marty Rothberg sold

securities to Maine residents;
(j)

on 1 occasion, the Defendant Milt Sanders sold

securities to Maine residents;
(k)

on 1 occasion, the Defendant John Fern sold

securities to Maine residents;
(1)

on 1 occasion, the Defendant Bill Allen sold

securities to Maine residents;
(m)

on 2 occasions, the Defendant Sue Sannell sold

securities to Maine residents;
(n)

on 1 occasion, the Defendant Mark Simpson sold

securities to Maine residents;
(o)

on 1 occasion, the Defendant Al Weston sold

securities to Maine residents;
(P)

on 1 occasion, the Defendant Eagle Oil & Gas

Corporation offered securities to Maine residents;
(q)

on 1 occasion, the Defendant Colorado Oil & Gas

Corporation offered securities to Maine residents; and
(r)

on 2 occasions, the Defendant Eric Kyle offered

securities to Maine residents.
37.

Defendant Corporations and Defendant Employees and

each of them, are not and have never been registered, as
issuers of securities, as dealers in securities, as agents of
dealers, or as agents of issuers of securities, pursuant to
32 M.R.S.A. § 851 (Supp. 1982).
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38.

By reason of the foregoing, the Defendants have

committed 28 violations of 32 M.R.S.A. § 851 (Supp. 1982),
which prohibits the offer or sale of securities in the State of
Maine without the prior registration as a dealer in securities
with the Bank Superintendent, unless exempted from registration
by the Bank Superintendent, pursuant to 32 M.R.S.A. § 807
(Supp. 1982).
COUNT SIX
39.

The allegations in paragraphs 1 through 17, paragraphs

23 through 25, and paragraph 36 are realleged and incorporated
herein by reference.
40.

In connection with the offer and sale of such

securities, the Defendants, and each of them, singly and in
concert, directly and indirectly:

defrauded Maine consumers;

made material misstatements and material omissions to Maine
consumers; and engaged in acts, practices, and course of
business which operated or could operate as a fraud or deceipt
upon Maine consumers, as more fully set out in paragraph 23.
41.

By reason of the foregoing, the Defendants have

committed 28 violations of 32 M.R.S.A. § 755 (1978), which
makes it unlawful to engage in any fraudulent or other
prohibited practice in connection with the offer, sale or
purchase of any security.

The 28 violations comprise the

offers for sale and sales described in paragraph 26.
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RELIEF REQUESTED
WHEREFORE, Plaintiffs, State of Maine and Superintendent of
Banking, respectfully pray and demand that the Court:
1.

Declare that the Defendant Corporations and Defendant

Employees, and each of them, are engaged in unfair and
deceptive acts or practices in the conduct of any trade or
commerce in Maine, in violation of 5 M.R.S.A. § 207 (1979).
2.

Declare that the Defendant Corporations, and each of

them, are transacting business in the State of Maine, in
violation of 13-A M.R.S.A. § 1201(1) (1981).
3.

Declare that the Defendant Corporations and Defendant

Employees, and each of them, are selling unregistered
securities, in violation of 32 M.R.S.A. § 871 (Supp. 1982).
4.

Declare that the Defendant Corporations and Defendant

Employees, and each of them, are acting as dealers in
securities or as agents of dealers of securities or as agents
of issuers of securities, in violation of 32 M.R.S.A. § 851
(Supp. 1982).
5.

Declare that the Defendant Corporations and Defendant

Employees, and each of them, are engaged in fraudulent and
other prohibitive practices, in violation of 32 M.R.S.A. § 755
(1978).
6.

Declare that the Defendant Corporations and Defendant

Employees, and each of them, are acting as transient sellers,
in violation of 32 M.R.S.A. § 4682 (Supp. 1982).
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7.

Enter a preliminary and permanant injunction

restraining and enjoining the Defendant Corporations and the
Defendant Employees, their affiliates, agents, servants,
employees, attorneys, assigns, those persons in active concert
or participation with them receive actual notice of such Order
by personal service or otherwise, and each of them, pursuant to
5 M.R.S.A. § 209 (Supp. 1982), 13-A M.R.S.A. § 1211 (1981),
14 M.R.S.A. § 6051(13) (1980), and 32 M.R.S.A. § 754(3)(A)
(Supp. 1982), from:
(a)

transacting any business in the State of Maine

without registering as a foreign corporation with the Secretary
of State;
(b)

engaging in any unfair or deceptive act or

practice in the State of Maine in connection with the SIMOL
System;
(c)

selling in the State of Maine any security in the

form of contracts in connection with the SIMOL System without
registering the security with the Bank Superintendent;
(d)

offering in the State of Maine for sale or

selling any security in the form of contracts in connection
with the SIMOL System without registering as a dealer in
securities with the Bank Superintendent;
(e)

engaging in any fraudulent or prohibitive

practice in the State of Maine in the offer or sale of
securities in connection with the SIMOL System; and
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(f)

selling any consumer merchandise in the State of

Maine without registering as a transient seller with the
Commissioner of Business Regulation.
8.

Order the Defendant U. S. Oil & Gas Corporation to

make complete restitution to the five injured Maine consumers
in the amount of $42,852, pursuant to 5 M.R.S.A. § 209 (Supp.
1982) .
9.

Assess a civil penalty of $10,755 against the

Defendant U. S. Oil & Gas Corporation, for violations of the
Maine Business Corporation Act, pursuant to 13-A M.R.S.A.
§ 1214(1) (1981) .
10.

Assess

a civil penalty of $3,750 against

Eagle Oil & Gas

Corporation for violations of the

theDefendant
Maine

Business Corporation Act, pursuant to 13-A M.R.S.A. § 1214(1)
(1981) .
11.

Assess

a civil penalty of $3,000 against

Colorado Oil & Gas Corporation,

for violations of

theDefendant
theMaine

Business Corporation Act, pursuant to 13-A M.R.S.A. § 1214(1)
(1981) .
12.

Assess a civil penalty of $800,000 against the

Defendants, jointly and severally, for eighty (80) violations
of the Maine Securities Act, pursuant to 32 M.R.S.A. § 754(2)
(Supp. 1982).
13.

Order that the Defendant Corporations set forth

conspicuously and in boldface type in any solicitation material
sent to any Maine customer, in any advertisement appearing in
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any publication published or distributed in Maine, and in any
security, service agreement, or contract entered into with any
Maine resident the following statement:
than 1 filing in 100 wins.
been leased previously.

"WARNING:

Far less

All of the land in the lottery has

None of the land is known to contain

any oil or gas reserves."
14.

Order.that the Defendants deliver a copy of this Order

to all present and future officers of the Defendant
Corporations and all present and future salespersons or other
persons engaged in the sale of the Defendant Corporations
services and secure from each such salesperson or other person
a signed statement acknowledging receipt of a copy of this
Order and their written agreement to adhere thereto.
15.

Order any other relief that the Court deems to be

equitable and proper under the circumstances.

Dated at Augusta, Maine, this 23d day of May, 1983.

Respectfully submitted,
JAMES E. TIERNEY
Attorney General

P- Î-

$Jtl\
PETER J. BRANN
Assistant Attorney General
State House Station #6
Augusta, Maine 04333
Tel:
(207) 289-3141

STATE OF MAINE
KENNEBEC, SS.

STATE

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-83-

OF MAINE, et al.,
Plaintiffs
v.

U. S. OIL & GAS
CORPORATION, et al.,
Defendants

)
)
)
)
)
)
)
)
)
)

MOTION FOR TEMPORARY
RESTRAINING ORDER

Pursuant to M.R.Civ.P. 65, the Plaintiffs moves this Court
for a temporary restraining order restraining the Defendants
from violating the Unfair Trade Practices Act, 5 M.R.S.A.
§§ 201-209 (1979 St Supp. 1982 ), the Maine Business Corporation
Act, 13-A M.R.S.A. §§ 101-1414 (1981 St Supp. 1982), the Maine
Securities Act, 32 M.R.S.A. §§ 751-891 (1979 St Supp. 1982), and
the Maine Transient Sales Act, 32 M.R.S.A. §§ 4681-4689 (1978 St
Supp. 1982), by halting the advertisement, solicitation, offer
or sale of services, contracts, securities, or other things of
value, in connection with the Federal Simultaneous Oil and Gas
Leasing System ("SIMOL" or "lottery").

In support of its

motion, Plaintiffs attach affidavits, which are made part of
this Motion, realleges the facts which are cited in the
accompanying Complaint, and further states that:
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1.

At 4:00 p .m . on Friday, May 20, 1983, J. Leonard

Diamond, Esq., counsel for the Defendants, informed counsel for
the Plaintiffs that the Defendants had no objection to the
entry of a temporary restraining order, a preliminary
injunction, or a permanent injunction against the Defendants.
See Brann Affidavit.
2.

As a result of complaints about the Defendants,

counsel for the Plaintiffs called counsel for the Defendants on
April 8, 1983.

Counsel for the Defendants agreed that the

Defenedants would cease to. do business in the State of Maine
pending further discussions with the Maine Attorney General's
Office.

Counsel for the Defendants also agreed to provide

further information and a counterproposa1 to settle this matter
on or before April 22, 1983.

Counsel for the Plaintiffs sent a

letter to the Defendants confirming that agreement.

See Brann

Affidavit.
3.

Counsel for the Defendants did not contact counsel for

the Plaintiffs at any time after April 8, 1983.

No information

was provided to counsel for the Plaintiffs, as had been agreed
upon.

Counsel for the Defendants did not respond to any of

three phone calls made by counsel for the Plaintiff between
May 1, 1983 and May 19, 1983.
4.

See Brann Affidavit.

The Defendants continued to transact business in the

State of Maine despite the representation of counsel for the
Defendants.

On May 3, 1983, a representative of U. S. Oil &
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Gas Corporation contacted Ronald Dow in Maine.

On May 19,

1983, another representative of U. S. Oil & Gas Corporation
contacted Eugene P. MacKenzie.
5.

Between February 1982 and the present date, Maine

consumers have been defrauded of over $40,000.

Despite

representations to the contrary, the Defendants continue to do
business in the State of Maine.

Accordingly, this Court should

enter a temporary restraining order or a preliminary injunction
against the Defendants.

WHEREFORE, the Plaintiffs respectfully request that the
Defendants, U. S. Oil & Gas Corporation, Eagle Oil & Gas
Corporation, Colorado Oil & Gas Corporation, Stratford Oil &
Gas Corporation, Mike Bennett, Larry Waxman, Gary Tritch, Ted
Grossberg, Fred Smith, Sharon Gallos, Harold Cooperman, Eric
Kyle, Marty Rothberg, Milt Sanders, John Fern, Bill Allen, Sue
Sannell, Mark Simpson and Al Weston, their affiliates, agents,
servants, employees, attorneys, assigns, and those persons in
active or in concert participation with them who receive actual
notice of the Court's Order by personal service or otherwise,
and each of them, be restrained and enjoined from transacting
any business or engaging in any practice in connection with the
SI MOL system in the State of Maine.
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Respectfully submitted,

Dated:

May 22, 1983
PETER J. BRANti
Assistant Attorney General
State House Station #6
Augusta, Maine 04333
Tel: (207) 289-3141
NOTICE OF HEARING

This Motion will be brought for hearing before the Superior
Court, sitting in Kennebec County, 95 State Street, Augusta,
Maine at 8:30 a.m. on Wednesday, May 25, 1983.

PETER J . BRANN
'
Assistant Attorney General

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-83

STATE OF MAINE
KENNEBEC, SS.

STATE OF MAINE, et al.,
Plaintiffs
v.
U. S. OIL & GAS
CORPORATION, et al.,
Defendants

)
)
)
)
)
)
)
)
)
)

AFFIDAVIT

AFFIDAVIT OF PETER J. BRANN
I, Peter J. Brann, being duly sworn, hereby depose and say
from personal knowledge that the following is true and correct:
1.

My name is Peter J. Brann, and I am an Assistant

Attorney Gener al for the State of Maine.

I am counsel for the

Plaintiffs in the above-entitled action.
2.

As a res ult of complaints received by the Atto rney

Attorneys General
General's Of f ice, on April 8, 1983, Assistant ,
Peter St ewart, Pe ter Bickerman, and I called J . Leonard
Diamond, Esq., co unsel for U. S. Oil & Gas Corporation and
Eagle Oil & Gas Corporation.
3.

As a result of that conversation, Mr. Diamond agreed,

on behalf of U. S. Oil & Gas Corporation and Eagle Oil & Gas
Corporation that they would cease doing business in Maine
pending further discussions with the Maine Attorney General's

2

Office.

Mr. Diamond agreed farther to respond to the Maine

Attorney General's offer to settle this matter on or before
April 22, 1983.

A true and exact copy of the letter outlining

that agreement that was sent to Mr. Diamond on April 8, 1983,
is attached hereto and incorporated herein.
4.

No one contacted the Maine Attorney General's Office

on behalf of U. S. Oil & Gas Corporation or Eagle Oil & Gas
Corporation since that time.
5.

The Maine Attorney General's Office has received two

complaints since April 8, 1983, that representatives of U. S.
Oil & Gas Corporation had contacted Maine residents, in
violation of the agreement entered into by those corporations.
On May 3, 1983, a male representative of U. S. Oil & Gas
Corporation contacted Ronald Dow, of Easton, Maine, and asked
him to invest $9,000 in the lottery.

On May 19, 1983, a female

representative contacted Eugene P. MacKenzie, of Westbrook,
Maine,and asked
6.

him to invest $3,000 in the lottery.

Between May 1, 1983 and May 19, 1983, I attempted to

reach Mr. Diamond three times.
would return my call.
7.

Each time I was told that he

He never did.

On May 20, 1983, Deputy Attorney General John

Larouche, Assistant Attorney General Peter Stewart and I called
Mr. Diamond, and informed him that we intended to commence this
law suit.
8.
informed

Also on May 20, 1983, I spoke with Mr. Diamond, who
me that the Defendants had no objection to the entry

of a permanent injunction against them in this matter.
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Dated at Augusta, Maine, this 23rd day of May, 1983.

^ 1i
PETER J. BRANN
Assistant Attorney General

STATE OF MAINE
KENNEBEC, SS.
Personally appeared before me the above-named Peter J.
Brann, subscribed and swore that the foregoing statements by
him are true and correct, and are based upon personal knowledge.
Dated at Augusta, Maine, this 23rd day of May, 1983.
<'
■• y
Notary Public

(

'/ d

•■

i
J ames E . T ie r n e y
A T T O W N EY G E N E R A L

S tate ok M aine
I)EI*Ali'rMENT OK THE ATT<)RNEV ( i KNKRAK
STATE IIOI’SK STATION f
i
Al'OHSTA. MAINE II Ci;i:i

April 8, 1983

Leonard Diamond, Esq.
407 Lincoln Road
Miami Beach, Florida 33139
Re: LJ. S. Oil & Gas Corp. and Eagle Oil & Gas Corp.
Dear Mr. Diamond:
This will follow up on the telephone conversation as of
this date between you and Assistant Attorneys General Peter
Brann, Peter Bickerman, and Peter Stewart. This conversation
was initiated by the Maine Attorney General's Office as a
result of an investigation into complaints received by this
Office as to the above-named corporations. This letter will
summarize our agreement as of our phone conversation of this
date. First, the sales personnel of U. S. Oil & Gas Corp
oration and Eagle Oil & Gas Corporation will not as part of
their business operations, contact any Maine resident, and will
not direct any solicitations, by mail or otherwise to any Maine
resident of any promotional literature, sales contracts, or
other materials pertaining to the Federal Simultaneous Oil &
Gas Lease Lottery conducted by the U. S. Bureau of Land Manag
ement, pending further discusssions with the Maine Attorney
General's Office as to any alleged violations of Maine lav/ and
as to the necessity of securing any licenses from any agency of
the State of Maine. Second, you will contact the Maine
Attorney General's Office on or before April 22, 1983, in order
to discuss further with that Office a fair and equitable reso
lution of this matter.
As indicated during the telephone conversation of this
date, we believe that a fair and equitable resolution of
Mr. David Rudolph’s complaint would include three elements.
First, U. S. Oil & Gas Corporation would make complete rest
itution to Mr. Rudolph of the fees charged in connection
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with the advisory agreement entered into by him with U. S. Oil
& Gas Corporation on March 8, 1982, totalling $5,184.00. This
sum represents the total fees paid to U. S. Oil & Gas
Corporation by Mr. Rudolph, minus the expended filing fees and
the unspent filing fees refunded to him on October 12, 1982.
Second, U. S. Oil & Gas Corporation and Eagle Oil & Gas
Corporation would agree not to transact business in Maine or
solicit business from Maine residents, without complying with
or seeking an exemption from: Maine's Business Corporation
Act, 13-A M.R.S.A. § 1201, et seq, (1981 & Supp. 1982); Maine's
Transient Sellers' Act, 32 M.R.S.A. § 4681 , ej; seq. (1978 6
Supp. 1982); Maine's Unfair Trade Practices Act, 5 M.R.S.A.
§ 206, et. seq. (1979 & Supp. 1982 ); and Maine's Securities Act,
32 M.R.S.A. § 751, £t seq. (1978 & Supp. 1982). Third, U. S.
Oil & Gas Corp- oration and Eagle Oil & Gas Corporation would
agree to provide to the Maine Attorney General's Office the
names, addresses, and phone numbers of all Maine residents with
whom it has contracted, or from whom it solicited business, in
connection with the above-described services.
It is our hope that this matter can be resolved amiciably
and without unnecessary litigation.
If you have any questions
about this matter, please do not hesitate to contact me at
(207) 289-3141.
Very truly yours,
|p.

fy/V\v\

^

PETER J. BRANN
Assistant Attorney General
PJB/dab

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-83

STATE OF MAINE
KENNEBEC, SS.

STATE OF MAINE, et. al.,
Plaintiffs
v.

)
)
)
)
)
)

AFFIDAVIT

U. S.OIL & GAS CORPORATION, )
et al.,
)
)
Defendants
)

AFFIDAVIT OF JAMES S. HENDERSON
DEPUTY SECRETARY OF STATE
I,

James S. Henderson, being duly sworn, hereby depose and

say from personal knowledge that the following is true and
correct:
1.

My name is James S. Henderson.

I am the Deputy

Secretary of State for the State of Maine, and I have served in
that capacity since 1979.
2.

In that capacity, I am the custodian of all documents

filed pursuant to Title 13-A of the Maine Revised Statutes
Annotated.
3.

I have searched or caused to be searched all of the

records in my custody to determine whether U. S. Oil

&

Gas

Corporation, Eagle Oil & Gas Corporation, Colorado Oil & Gas

Corporation, or Stratford Oil & Gas Corporation are, or have
ever been authorized to do business in the State of Maine
either as domestic or as foreign corporations.
4.

A diligent search of the records within my custody

indicates that as of this date U. S. Oil & Gas Corporation,
Eagle Oil & Gas Corporation, Colorado Oil & Gas Corporation,
and Stratford Oil & Gas Corporation are not authorized to do
business in the State of Maine either as domestic or foreign
corporations and have not been so authorizied at any time
between January 1, 1981 and this date.
Dated at Augusta, Maine this 19th day of May, 1983.

JAMES S. HENDERSON
D'eputy Secretary of State
State of Maine
L..
STATE OF MAINE
KENNEBEC, SS.
Personally appeared before me the above-named James S.
Henderson, subscribed and swore that the foregoing statements
by him are true and correct, and are based upon his personal
knowledge.
Dated at Augusta, Maine this

<>

day of May, 1983.

Notary Public
MY COMMISSION EXPIRES
APRII- 4, 1937

AIW?.

DEPARTMENT OF BUSINESS REGULATION
STATE HOUSE STATION #35
AUGUSTA, MAINE 04333

I, Linda S. Gilson, certify and attest that I am the Director of
Administrative Services for the Department of Business Regulation and, in that
capacity as Director, I am the official custodian of all records of licenses
issued to the Transient Sellers in the State of Maine. I further certify and
attest that the Department of Business Regulation regularly makes and
preserves records of licenses issued by the Department including Transient
Sellers' licenses.
I further certify and attest that in ny capacity as custodian of these records
I have made a diligent search of the Transient Sellers' licenses and found no
record of a Transient Seller's license being issued to the following
person(s)/company(s):
O o r r m a n ie s :

U.

S.

O il

and

E a r le

O il

and

C o lo r a d o

O il

S tra tfo rd
P e rso n s:

O il

Oar. C o r p o r a t i o n
Ga.s C o r p o r a t i o n
and
and

Gan
G as

O o r n o r a t io n
C o r p o r a tio n

S h a ro n

G a llo s

med G r o s s T ie r a

Joh n

F e rn

H a r o ld

O o o p o rn n n

M ik e

B ill

Mien

Fre d

S m it h

L a rrv

B e n n e tt

A]

Waxman

j

.

W e s to n

<

Linda S- Gilson
Director of Administrative Services
Department of Business Régulation
STATE OF MAINE KENNEBEC, SS.
Then personally appeared Linda S. Gilson, and made oath that the
foregoinq statement is true to the best of her knowledge, information and
belief.

'V
Before me,

Notary Public

-¿-C-OL

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-83

STATE OF MAINE
KENNEBEC, SS.

STATE OF MAINE, et al.,
Plaintiffs
v.
U.S. OIL & GAS
CORPORATION, et

al.

,

Defendants

)
)
)
)
)
)
)
)
)
)

AFFIDAVIT

AFFIDAVIT OF BRIAN MACMASTER
I,

Brian MacMaster, being duly sworn, hereby depose and say

from personal knowledge that the following is true and correct:
1.

My name is Brian MacMaster.

I am currently a Maine

resident and have been at all times since 1981, and I reside in
Wilton, Maine.
2.

In January 1983, in response to a post card sent to me

at my home in Maine, I requested free information about oil and
gas leases.
3.

I was contacted at my home in Maine by Eric Kyle, who

identified himself as a representative of Eagle Oil & Gas
Corporation ("Company") in Coral Gables, Florida.
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4.

Kyle told me that every two months, the Bureau of Land

Management of the U.S. Department of Interior conducted a
lottery of the oil and gas rights of certain federal lands.

He

told me that any individual or company could file one bid per
land, and that individuals, not oil companies, won most of the
lotteries.

He told me that the people who won the lotteries

would then lease the lands to the large oil companies.
5.

Kyle told me that my chances of winning a lease were

"excellent."

He explained that Company geologists were able to

find the very best land in which it was very likely that oil
and gas reserves would be found, and also that they could
choose the parcels of land on which other people were not
filing.
6.

On or about February 14, 1983, I was contacted at my

home by telephone by Eric Kyle, who advised me that he was the
"allocations director" for Colorado Oil and Gas Corporation.
He said that Colorado Oil & Gas is bigger and better than Eagle
Oil & Gas, and he promised to send me new literature.

Kyle

gave me a toll free number, 1-800-327-4554, and said that I
could call him after I had studied the new literature.
7.

On or about February 23, 1983, I was contacted at home

by a Mr. Leonard, who said that he was a "sales supervisor" for
Eagle Oil & Gas Corporation.

He said he was following up on

Eric Kyle's original phone call.

When I advised Mr. Leonard

3

that Kyle had called me representing Colorado Oil & Gas, Mr.
Leonard expressed dismay and said that Mr. Kyle had promised
not to take accounts away from Eagle.

After listening to Mr.

Leonard express disappointment over this practice, I informed
him that if I did anything with the oil and gas lottery I would
do it with Eagle Oil & Gas because they were the first ones to
contact me.

Mr. Leonard then assured me that I had reaffirmed

his faith in human nature and to show me his gratitude, he
would call me back Sunday evening at which time any offer he
made to me would be at half price.
8.

He never called me back.

I was never told by any representative of either Eagle

Oil & Gas Corporation or Colorado Oil & Gas Corporation that my
chances of winning were actually less than 1 in 100.

Neither

was I told that the land upon which the company was
recommending that I file had been leased previously, or that no
oil and gas reserves had been discovered on this land when it
had been leased previously.

I was not told that the land being

leased by the Bureau of Land Management had not been sited on
any known oil and gas reserves, and was not known to contain
any evidence of the presence of oil and gas.

I was not told

that most of the land had, at best, speculative mineral value,
or, at worst, no mineral value whatsoever.

I was never told

that Eagle Oil & Gas Corporation and Colorado Oil & Gas

r

*

*

t

- 4 Corporation filed more than one client's application per parcel.
Dated at Augusta, Maine, this 20th day of May, 1983.

■ 3 1,’ / o i H -

BRIAN MacMASTER

' ¡,1 f v 6

'

STATE OF MAINE
KENNEBEC, SS.
Personally appeared the above named Brian MacMaster,
subscribed and sworn to before me the foregoing statements by
him are true and correct and based upon personal knowledge.

Dated at Augusta, Maine, this 20th day of May, 1983.

r
Ay . -* i
.
Notary Public

STATE OF MAINE
KENNEBEC, SS.

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-83-

STATE OF MAINE, et a_l.,
Plaintiffs

)
)
)
)
)AFFIDAVIT

V.

)
U. S.OIL & GAS CORPORATION, )
et al.,
)
)
Defendants
)

AFFIDAVIT OF ALDEN II. MANN, DIRECTOR
SECURITIES DIVISION OF THE BUREAU OF BANKING
I, Alden H. Mann, being duly sworn, hereby depose and say
from personal knowledge that the following is true and correct:
1.

My name is Alden H. Mann.

I am the Director of the

Securities Division of the Bureau of Banking for the State of
Maine, and I have served in that capacity since 1965.
2.

In that capacity, I am the custodian of all documents

srjf

i

filed pursuant to 32 M.R.S.A. §§ 751-09~h (1978 & Supp. 1982).
3.

I have searched or caused to be searched all of the

records in my custody to determine whether U. S. Oil & Gas
Corporation, Eagle Oil & Gas Corporation, Colorado Oil & Gas
Corporation, and Stratford Oil & Gas Corporation, Sharon
Gallos, Harold Cooperman, Fred Smith, Ted Grossberg, Mike
Bennett, Larry Waxman, John Fern, Bill Allen, Sue Sannell, Mark

Simpson, Al Weston, Marty Rothberg, Eric Kyle, or Gary Tritch
are registered as dealers in securities or as agents of dealers
or as agents of issuers, pursuant to 32 M.R.S.A. § 851 (Supp.
1982) .
4.

A diligent search of the records within my custody

indicates that as of this date, U. S. Oil & Gas Corporation,
Eagle Oil & Gas Corporation, Colorado Oil & Gas Corporation,
Stratford Oil & Gas Corporation, Sharon Gallos, Harold
Cooperman, Fred Smith, Ted Grossberg, Mike Bennett, Larry
Waxman, John Fern, Bill Allen, Sue Sannell, Mark Simpson, Al
Weston, Marty Rothberg, Eric Kyle, or Gary Tritch are not
registered as dealers in securities or as agents of dealers or
as agents of issuers, pursuant to 32 M.R.S.A. § 851 (Supp.
1982 ) .
5.

I have searched or caused to be searched all of the

records in my custody to determine whether U. S. Oil & Gas
Corporation, Eagle Oil & Gas Corporation, Colorado Oil & Gas
Corporation, or Stratford Oil & Gas Corporation have filed a
notice of intention to sell a security in the State of Maine,
pursuant to 32 M.R.S.A. § 871 (Supp. 1982), or a notice of
exemption, pursuant to 32 M.R.S.A. § 874-A (Supp. 1982).
6.

A diligent search of the records within my custody

indicates that as of this date, U. S. Oil & Gas Corporation,
Eagle Oil & Gas Corporation, Colorado Oil & Gas Corporation,
and Stratford Oil & Gas Corporation, have not filed a notice

of intention to sell a security in the State of Maine, pursuant
to 32- M.R.S.A. § 871 (Supp. 1982), or a notice of exemption,
pursuant to 32 M.R.S.A. § 874-A (Supp. 1982).
Dated at Augusta, Maine this

cj.3

day of May, 1983.

Securities Division of the
Bureau of Banking

STATE OF MAINE
KENNEBEC, SS.
Personally appeared before me the above-named Alden H.
Mann, subscribed and swore that the foregoing statements by him
are true and correct, and are based upon his personal knowledge.
Dated at Augusta, Maine this 13(1 day oj; May, 1983.

,RFC’D LEGAL DIVISION

STATE OF MAINE
KENNEBEC, SS.

STATE OF MAINE, et

MAY

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-83-

al

.,

)
)
)
)

Plaintiffs
V.

)

AFFIDAVIT OF DAVIDRUDOLPH

)
)
)
)
)

U.S. OIL S GAS
CORPORATION, et al.,
Defendants

I, David Rudolph, being duly sworn, hereby depose and say
from personal knowledge that the following is true and correct
1.

My name is David Rudolph.

I am currently a Maine

resident, and have been at all times since 1981, and I reside
at Dexter, Maine 04930.
2.

In February 1982, in response to an advertisement

appearing in a publication distributed in Maine, I contacted
U.S. Oil & Gas Corporation seeking information about oil and
gas leases.
3.

In March of 1982, I was contacted at my home in Maine

by Ted Grossberg, who identified himself as an account
executive for U.S. Oil

& Gas

Corporation.

I spoke to Mr.

Grossberg two or three times in March of 1982.

In

»
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addition to Grossberg, I also spoke with Marty
Rothberg, who identified himself as executive director of U.S.
Oil & Gas Corporation and with Milt Sanders, who identified
himself as a senior vice president of U.S. Oil & Gas Corporatin.
4.

Grossberg told me that the Bureau of Land Management

of the U.S. Department of the Interior was conducting a lottery
involving the oil and gas rights to certain federal lands.
told me it was a good investment opportunity.

He

He told me that

approximately 80% of the parcels offered in the lottery were
valueless but that U.S. Oil & Gas staff geologists could
identify the valuable parcels and file only on those.
5.

Grossberg explained that the filing fees for each

parcel had increased from $10 to $75 per parcel and, therefore,
fewer people were filing in the lottery.

When I asked him what

the odds of winning were, Grossberg said that out of their
office no more than two to four clients would file on any
particular parcel and there would be no more than 25 to 30
total filings on that parcel, and therefore, my chances of
winning were at least 1 in 25 or 30.
6.

Grossberg told me that he was "so confident" that the

leases were good parcels that U.S. Oil & Gas would guarantee me
$25,000 in the event I won the lease.
return.

This was a guaranteed

He said that U.S. Oil & Gas files on parcels that are

worth between $50,000 to $60,000.
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7.

On March 8, 1982, I signed a contract with U.S. Oil &

Gas Corporation.

I paid U.S. Oil & Gas $8,784, $3,600 of which

was intended for filing fees and $5,184 of which was the
service charge of the U.S. Oil & Gas Corporation.
8.

In September of 1982, I called the Bureau of Land

Management and obtained the listings for the March, May, and
July lotteries.

According to the Burea-u— ef—£

’"

chances of winning the MarcfK'lottery wepe^ 1 i
in 748 , and in July, 1 ini'
9.

it the
f,

1

^

On September 17)yl982 , I spoke to'Gr os,&b-iffg about the

information I had received fr'dTn~Llie^'Bu'reau of Land Management.
He said he couldn't understand why there were so many filings.
He said he was appalled at the number of applications.
10.

In September 1982, I also spoke to Rothberg about the

number of filings in the March, May, and July lotteries.
Rothberg told me that U.S. Oil & Gas could not control the
number of filings.

Further, Rothberg said that "if we told the

customers about the odds no one would buy."
11.

In September of 1982 I asked U.S. Oil & Gas to refund

the money I had invested with them.

On October 12, 1982 I

received a check for $1,800, an amount they claimed was equal
to the unused filing fees.

1

4

12.

I was never told by any representative of U.S. Oil &

Gas Corporation that my chances of winning were less than 1 in
100.

I was never told that the lands being offered in the

lottery had been leased before.

I was never told that no oil

and gas reserves had been discovered on this land under
previous leases.

I was not told that the land being leased was

not known to be sited on any known oil or gas reserve.

I was

not told that most of the land had, at best, speculative
mineral value, or, at worst no mineral value whatever.
13.

Although I filed in accordance with the directions of

U.S. Oil & Gas Corporation, and in accordance with the
requirements of the Bureau of Land Management, and none of my
filings were rejected by the Bureau of Land Management for
improper procedure, I never won a lease.
Dated at Dexter, Maine, this ___

1k

day of May, 1983.

STATE OF MAINE
PENOBSCOT, SS.
Personally appeared before me the above-named David
Rudolph, subscribed and swore the foregoing statements by him
are true and correct, and are based upon his personal
knowledge. Dated at Dexter, Maine, this
day of May,
1983 .

Notary Public

